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On the Effect of Foreign Trade on the Evolution
of Industrial Structure towards Tertiarization
in China:From the Perspective of International
Manufacturing-service Division of Labor

ZHANG Jie, ZHANG Yuan-yuan, MO Yang

(School of Economics . Jinan University . Guangzhou 510632, China)

Abstract: This paper explores demand-based reasons for the stagnant e-
volution of industrial structure in China from the perspective of international
manufacturing-service division of labor and proposes the hypothesis that over
-development of export trade will lead to greater crowding-out effect on serv-
ice sector than its income effect and correlative effect in consideration of in-
ternational manufacturing-service division of labor, thereby catching indus-
trial structure in the trap of over-industrialization at a low level. It employs
a simultaneous equation model to extract the independent effects of each eco-
nomic variable and provides some empirical evidence for the hypothesis above
-mentioned. It concludes that, although export-led development pattern in
China has accelerated the process of industrialization, it will probably inhibit
the transformation of industrial structure from industrialization to tertiariza-
tion. After the international financial crisis, it is necessary for China to
change its development pattern in order to promote the transformation and
upgrading of economic structure.

Key words: international trade; industrial structure; Engel’ law; ter-

tiarization (FTiEHE F—r)
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